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SUMMARY : 


Although remaining one of the world's poorest, the Rwandan economy has 
made encouraging progress in recent years. The terms of trade have im- 
proved, benefiting from high world prices of coffee primarily, but also 

of tea, tin and tungsten. A moderate, development-oriented government 

has fostered good relations with neighbors -- Burundi, Zaire, Uganda, and 
Tanzania -- and has attracted economic aid from a variety of donors. Good 
weather has forestalled food problems, although the overworked land does 
not provide adequate nutrition for its large -- and rapidly increasing -- 
population. 


Population density is perhaps the greatest of the long range problems 

the Rwandan people face. Increased agricultural production barely keeps 
pace with population growth in years of normal harvest. The large popu- 
lation is widely dispersed, with few important population or commercial 
centers. The location of the country, almost a thousand miles from the 
sea, is an obstacle to development, and so are the "thousand hills" that 
make up the landscape -- beautiful though they are. Marketable resources 
are few, and, aside from the positive attitude of the government and the 
availability of a large labor pool, there are few factors to induce in- 
vestors to consider operations in Rwanda. 


The challenge for Rwanda is to make the most of the present favorable 
conjunction of trade and political developments, and provide a base for 
long-term economic growth. A five-year development plan (1977-81) and a 
liberal investment code are helpful steps in that direction. The problems 
of agricultural productivity, long and unreliable supply routes, and -- 
above all -- population pressure are being approached seriously, but face 
formidable obstacles; among them, the traditional structure of Rwandan 
society, dependence on the goodwill of neighbors and capital from indus- 
trialized friends, and the inadequacy of infrastructure and basic resources. 


Although few Americans and American businesses are directly familiar with 
Rwanda's economy, the United States is the biggest customer for Rwandan 
agricultural products. U.S. direct investment is limited to a tea factory 
nearing completion, but Rwanda's liberal approach to trade and investment 
means that American firms are welcome to examine possibilities in such 
areas as air transport, telecommunications, manufacturing, and tourism 
development, especially with OPIC or Eximbank participation. The U.S. 

is not a major supplier to this remote market. Potential investors 

should anticipate delays and frustrations in starting up new enterprises 
and business relationships. 


(Note As of early October 1978, official economic statistics had not 
been published for the year 1977. They had been collected for the most 
part, but problems at the national printing facility had delayed publication. 





In addition, except in certain cases, no estimates are available for 
1978. No official or reliable data exist, published or unpublished, 
for certain macroeconomic categories and indices for 1977.) 


AGRICULTURE 


The population density of Rwanda is the greatest in Africa, but living 
patterns are overwhelmingly rural, characterized by individual farms 
dispersed along the hillsides. The rugged terrain, combined with the 

lack of urban centers, are obstacles to the commercialization and moderni- 
zation of agricultural production. Subsistence farming is a necessity 

for perhaps 95 percent of the population, but most farmers also sell a 
portion of their production. Beans, sorghum, and sweet potatoes are 

the main food crops, but bananas -- used primarily for brewing a tradi- 
tional beer -- are the chief cash crop marketed locally. Their cultiva- 
tion is so lucrative, in fact, that the government has undertaken a 
campaign to encourage farmers to favor more nutritionally beneficial crops 
and to raise chickens and rabbits. The average farm family's production 
in 1977 was worth an estimated $450, but since most of it is not sold 

for cash, average monetary income was only $135 per farm family, according 
to the Ministry of Agriculture. 


Cattle raising, the chief measure of wealth during the centuries of feudal 
society that ended less than 20 years ago, is in decline. The reasons 
are partly political -- a rejection of the feudal value system -- but 
more fundamentally, the land is now too densely populated with people 

to support large herds. There remain more than 600,000 head of cattle, 
however, forming the basis for small-scale meat, dairy, and leather in- 
dustries. Sheep, goats, pigs, rabbits and chickens are being raised 
increasingly, but are not yet of great importance. There are encouraging 
possibilities also for raising fish (tilapia) in artificial ponds, and 
the U.S. Agency for International Development has been discussing with 
the Rwandan government a possible project in that area. AID is already 
active in food storage and marketing, and is studying possible projects 
in agricultural education, integrated regional development, farm-to- 
market roads, and rural health and family planning. 


1977 was a good year for Rwandan agriculture. Rainfall was more abundant 
than average. Total food production was 3.8 million metric tons (of 
which almost exactly half was banana), an increase of 4.7 percent over 
1976. Still, the rapid growth of population, close to three percent per 
year, keeps pressure on Rwandan society to produce more. Nutrition 
standards are generally inadequate, and long-term prospects are for 
continued deterioration if present trends continue. 





The most important export crop is arabica coffee, accounting for more 
than half of Rwanda's trade revenues in recent years -- $70 million in 
1977. This year's domestic production has been more than 20,000 tons, 
a record, but prices have declined from historic highs of recent years. 
Coffee export data is skewed by the marketing through Rwanda of varying 
quantities of robusta beans grown in neighboring countries. In 1976 
this amounted to 16,000 tons, but in 1977 the amount was negligible. 
The future for Rwandan coffee worries national leaders; yields and 
quality are threatened by insect infestation, too little use of ferti- 
lizer, and aging of trees. Insecticides and chemical fertilizers are 
too expensive for many small-holders, who cultivate an average of around 
100 trees. The U.S. buys more than half of Rwanda's coffee, but in 
recent years a growing proportion has gone to European customers. 


While coffee production and marketing faces an uncertain future, Rwandan 
tea production increases by a steady 10-12 percent per year, and re- 
ceives some of the highest prices at London auctions. Exports in 1977 
reached 5,277 tons, for receipts of $11 million, almost doubling the 
1976 value. In 1978 exports may reach 6,500 tons. A new tea factory, 
the first significant American private investment in Rwanda, is scheduled 
to open late in 1978, immediately increasing Rwandan capacity by some 
1,500 tons per year. The marshland of the high valleys offers oppor- 
tunity for further expansion of tea cultivation on cooperative planta- 
tions. It is not farfetched to imagine tea rivaling coffee in impor- 
tance over the next decade. 


Less important export crops are pyrethrum and cinchona. Rwanda's pyre- 
thrum, only partially extracted in-country, has been marketed with 
great difficulty in recent years. With United Nations assistance, 
financing is being sought for a modern refinery to produce the final 
product insecticide. Cinchona production is increasing in quantity and 
value, with assistance from the World Bank. Rwanda accounts for more 
than five percent of world production. The bark of the tree is used 
to produce quinine and other alkaloids for pharmaceutical use and as 
flavoring agents in soft drinks. 


INDUSTRY AND MINING 





By any standard, Rwanda has little industrial activity. Grave geographic 
obstacles stand in the way of important change -- the inaccessibility 

of the country, and the paucity of industrial raw materials. In addition, 
the labor pool, though plentiful and hard working, is generally unskilled, 
and personal income is too small to stimulate production or supply of 

all but the most basic commodities. Beer and soft drinks, plastic tubes 





and utensils, are produced domestically, but petroleum fuel products, 
cement and steé€l construction materials, paper, and virtually every 
other modern manufactured product must be imported. 


New investment projects include a cement plant to be completed in 1979 
(financed by the People's Republic of China), and a match factory 
(financed by the Japanese government). Private investors are being 
sought for passion-fruit juice concentrate, pyrethrum refining, and 
glass and bottle manufacture. The only significant U.S. direct invest- 
ment is the tea factory mentioned above. 


Mining is the second most important export activity, after coffee. Pro- 
duction of cassiterite, a tin ore, has been stable at a little more than 
2,000 MT per year, but rising world tin prices brought a more than 40 
percent increase in revenue in 1977 to $14.7, and a similar increase 

is likely in 1978. The same price trend applies to wolfram, a tungsten 
ore, production of which earned $7.4 million in 1977. SOMIRWA, a 
Rwandan-Belgian mixed company organized in 1973, is succeeding in re- 
storing the mining sector to profitability. They began construction in 
1978 of a $5 million smelting plant. 


TRANSPORTATION AND COMMUNICATIONS 


External aid finances most of Rwanda's infrastructure projects. At present 
only about 300 miles of road are paved. Work began in September 1978 on 
paving the road from Kigali to the Burundi border, financed by the 

European Development Fund, and in 1979 work may begin on the important 

road from Kigali north to Ruhengeri. In 1976 the country had only 13,000 
registered motor vehicles, approximately one to 350 people. Road trans- 
port through Uganda and Kenya to the port of Mombasa still carried roughly 
80 percent of Rwanda's trade. In the future, road transport through 
Tanzania to Dar es Salaam may become a feasible alternative for much of 
this traffic, but roads in northwestern Tanzania are not yet adequate. 


The difficult and unreliable thousand mile journey to the sea, and the 
absence of railroads or navigable waterways, has made air cargo trans- 
port an attractive and economically feasible alternative. Kigali airport 
was equipped for all-weather operation in 1978, and is likely to be im- 
proved to receive wide-body jets before much longer. Passenger traffic 
remains modest, but nearly one-third of Rwanda's coffee is flown to 
Mombasa, all wolfram and some cassiterite are carried by air to Brussels, 
and some tea is now being flown directly to London. Commodities in 
short supply locally, including even cement, are flown in at discount 
rates when space is available. To date all these air cargoes have been 
carried by private charter firms, but Air Rwanda is considering acquisi- 
tion of its own cargo capability in the near future. 





In the communications sector, Rwanda's telephone and telegraph systems 

are unreliable and inadequate; the government is considering proposals 

to improve them. In 1978 German aid completed a nation-wide FM radio 
system, but radio receivers remain in very short supply in the country- 
side -- an estimated one per 35 people nationwide. There is no television. 


Urban water systems are inadequate for growing demand but being enlarged 
and improved under an African Development Fund loan. Electrical gener- 
ating capacity is adequate and hydroelectric projects in cooperation 
with Burundi and Tanzania promise to meet anticipated demand through the 
end of the century. Distribution is expensive, however, in view of the 
dispersed nature of the population and the limited industrial demand. 


MONEY AND PRICES 


One of the brightest areas in Rwanda's economy at present is the financial 
situation. Terms of trade for the agricultural and mineral commodities 
Rwanda produces have been favorable for the past three years. Trans- 
portation and insurance costs have also gone up, but revenues have thus 
far more than kept pace. The result has been an even trade balance in 
1976, and a surplus of $23 million in 1977 on exports of $125 million. 
Net foreign exchange reserves rose to $70 million, or eight months' 
imports, a 350 percent increase in just two years. Debt service interest 
costs less than 3 percent of foreign earnings, as most development assis- 
tance is on a grant basis, and the conservative National Bank and Finance 
Ministry tend to frown on commercial borrowing by the government. The 
buying power of the Rwandan franc has suffered in recent months with the 
fall of the U.S. dollar, to which it is pegged. 


Government revenue depends primarily on taxes on international trade, 
buoyant since 1975 with high coffee prices. Government salaries were 
raised in 1978 for the first time in three years, by 20 percent at low 
levels and 10 percent at the top. The government acknowledged that the 
rising cost of living justified a greater increase, but pleaded that 
budgetary resources would not permit it. There are no labor organiza- 
tions at present, but they may reappear when representative government 
institutions are restored in 1979. Outside the urban centers, ordinary 
laborers are paid just 80 cents per day, and in Kigali -- the economic 
as well as government center -- most households have incomes between 
$40 and $100 per month. 





IMPLICATIONS FOR THE UNITED STATES 


The U.S. is Rwanda's most important coffee customer. Although more 
sales are going to the European Community countries, the U.S. share 
remains at more than half the total for coffee and about 40 percent of 
all exports. The U.S. is the source of only around 5 percent of Rwanda's 
imports, with used clothing being the largest component. Potential 
exists for sales of aircraft and telecommunications equipment, and 
Rwandan enterprises have indicated interest in quotations from American 
suppliers of food processing machinery (small scale, requiring little 
maintenance), chemical fertilizer, and basic food commodities. U.S. 
engineering and construction firms already active in east and central 
Africa may find it worthwhile to bid on infrastructure projects financed 
by multilateral institutions. Tourism has considerable potential: 
Akagera National Park, covering ten percent of Rwanda's area, compares 
favorably with the better-known parks in Kenya and Tanzania; Volcanoes 
National Park is spectacularly beautiful and is the habitat of the 
mountain gorilla; and Lake Kivu is calm and unspoiled. 


It is not realistic to expect an important upsurge in American invest- 
ment in coming years. Opportunities are limited, and most of them require 
an element of concessional financing to be feasible. The long experience 
of Belgian and other European investors gives them operating advantages 

in this remote market. Still, as the U.S. tea factory is proving, there 
is a place for the innovative, persistent American investor. The Foreign 
Investment Code seeks to attract new investment, permitting 100 percent 
foreign-owned enterprises and liberal repatriation of profits, as well 

as tax-free entry of investment commodities. 





RWANDA: KEY ECONOMIC INDICATORS 
Exchange Rate: US $1.00 = 92.84 Rwandan francs 
(All figures in millions of US dollars unless 
otherwise indicated) 1976 


INCOME, PRODUCTION, EMPLOYMENT 

GDP at Current Prices 510 603 
GDP at 1972 Prices 288 409 
Per Capita GDP, Current Prices 121 140 
Industrial Production (without mining) 58 62 
Industrial Production (with mining) 64 68 
Electricity Produced (000 KwH) 40,788 45,623 


Money Supply (M,) 
Retail Price Index (lst quarter 1976 = 100) 
Interest Rates: Lower 

Higher 





Balance of Payments and Trade 


Gold + For. Exch. Reserves (Net) 
External Public Debt 
Balance of Payments 
Balance of Trade 
Exports, FOB 
US Share (est.) 
Imports FOB 
US Share 
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RWANDA - EXPORTS BY WEIGHT - METRIC TONS 


A975 
Coffee 
Tea 
Cassiterite 
Wolfram 
Pyrethrum 


EXPORTS BY VALUE - MILLIONS US DOLLARS 


Coffee 
Cassiterite 
Tea 

Wolfram 
Pyrethrum 
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